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I.  Applicability

These guidelines outline the terms and conditions that apply to eligible recipients of
payments distributed in the form of “other financial assistance” under 2 CFR §200.40
from the State of Tennessee's Coronavirus Relief Fund (“CRF") established within
section 601 of the Social Security Act, as added by section 5001 of the Coronavirus Aid,
Relief, and Economic Security Act (“CARES Act”)". An eligible recipient is defined as a
hospital within the state of Tennessee that has been designated by the State as eligible
to receive funding under this program. See eligibility requirements at Section Ill.e.

The interests and responsibilities of the State will be executed by the Department of
Finance & Administration unless otherwise indicated herein or as required by law. The
recipient’s official representative, who will acknowledge and agree to the terms and
conditions outlined in this guidance document, will execute the interest and
responsibilities of the recipient.

These requirements are in addition to any that can be found within the Tennessee
CARES Act Management System (“TN CAMS"), to which recipients agree when
completing a Request for Funding (“RFF"). Other state and federal requirements and
conditions may apply to the payments, including but not limited to certain sections of
2 CF.R. Part 200 referenced herein, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and applicable subparts; the
state funding announcement under which payments are distributed; and any
applicable documents referenced in the documents and sources listed above.

To the extent the terms and conditions outlined in this guidance do not address a
particular circumstance or are otherwise unclear or ambiguous, such terms and
conditions are to be construed consistent with the general objectives, expectations
and purposes of this manual and in all cases, according to its fair meaning. The parties
acknowledge that each party and its counsel have reviewed these guidelines and that
any rule of construction to the effect that any ambiguities are to be resolved against
the drafting party shall not be employed in the interpretation of these guidelines. Any
vague, ambiguous or conflicting terms shall be interpreted and construed in such a
manner as to accomplish the purpose of the guidelines.

T https://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf
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II. Background

A. The Coronavirus Aid, Relief, and Economic Security (CARES) Act

Under Title V of the CARES Act, the Social Security Act was amended to establish the
CRF, a $150B appropriation used to make payments for specified uses to states, Tribal
governments, territories, and large units of local government. The total CRF funding
allocated to the state of Tennessee is approximately $2.65B. The U.S. Treasury
managed the initial distribution of these funds to states and local governments with
populations above 500,000 using a relative state population proportion methodology,
as defined in the Act. The 3 Tennessee local governments with populations above
500,000 that received their allocation of the $2.65B directly from the Treasury include
Shelby County, the Nashville-Davidson Metropolitan Government, and the City of
Memphis.

The State of Tennessee is making available approximately $51.8M from the State's
remaining CRF balance for eligible recipients within Tennessee. Regarding the COVID-
19 Hospital Staffing Assistance program, the total amount allocated to each recipient
is determined by recipient’s staffed bed utilization and percentage of COVID-positive
patients and can reach a maximum about of $259,200 per four-week period. The goal
of this program is to provide hospital staff required to provide patient care for a
minimum of 12 floor beds or 6 ICU beds in addition to the eligible hospital’s current
staffed capacity.

B. U.S. Department of Treasury CARES Act Guidance

The U.S. Department of the Treasury has released CARES Act guidance via their
website.?

e Coronavirus Relief Fund Guidance for State, Territorial, Local, and Tribal
Governments
e Coronavirus Relief Fund Frequently Asked Questions

The State of Tennessee encourages all recipients to review this guidance to understand
eligible and ineligible expenditures.

2 https://home.treasury.gov/policy-issues/cares/state-and-local-governments
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Roles and Responsibilities

A. U.S. Department of the Treasury

The U.S. Department of the Treasury is the national treasury of the federal government
of the United States and serves as an executive department.

The Treasury was directed by the U.S. Congress under the CARES Act to make
payments available to States, Tribal governments, territories, and units of local
government via the CRF totaling $150B for fiscal year 2020 no later than 30 days after
enactment of the Act.

B. Office of Inspector General

The Office of Inspector General ("OIG") conducts independent audits, investigations
and reviews to help the Treasury Department accomplish its mission; improve its
program and operations; promote economy, efficiency and effectiveness; and prevent
and detect fraud and abuse.

Under the CARES Act, the OIG was directed by the U.S. Congress to conduct monitoring
and oversight of the receipt, disbursement, and use of funds made available by the
CRF. If the OIG determines that a State, Tribal government, or unit of local government
has failed to comply with the eligible use of funds requirement in the CARES Act, the
amount equal to the amount of funds used in violation of such requirement shall be
booked as a debt of such entity owed to the Federal Government. Amounts recovered
shall be deposited into the general fund of the Treasury. The U.S. Congress
appropriated $35M to OIG to carry out oversight and recoupment activities under the
CRF.

C. State Government

Under the CARES Act, the term “State” means the 50 States, the District of Columbia,
the Commonwealth of Puerto Rico, the United States Virgin Islands, Guam, the
Commonwealth of the Northern Mariana Islands, and American Samoa.

The State of Tennessee has the authority to use the funds provided under the CRF to
cover eligible costs of the State.

The State is allocating approximately $51.8M of their CRF funding to qualified hospitals
for their eligible expenditures related to increased staffing costs associated with
expansion of ICU and floor capacity for COVID-positive patients. Please see the
appendices below for a summary of these available amounts.
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D. Pass-through Entities

Under the U.S Code $§200.74, the term "Pass-Through entity” means a non-Federal
entity that provides a subaward to a subrecipient to carry out part of a Federal
program.

The State of Tennessee Department of Finance & Administration ("F&A") will serve as
a pass-through entity between the U.S. Treasury and the eligible subrecipients. The
State of Tennessee Department of Health ("“DOH") will assist in overseeing the
administration of the program. This will allow funds to be administered timely and
effectively. Funds will be paid by F&A directly to the recipient.

E. Eligible Hospitals

Under this program, the state of Tennessee has allocated funds to cover increased
staffing costs associated with hospital expansions throughout the state for a minimum
of 12 floor beds or 6 ICU beds in addition to the hospital's current staffed capacity.
Only hospitals in Tennessee that meet the eligibility requirements outlined below will
be eligible to receive funding under the program:

a. Eligibility will be determined every 14 days for acute care hospitals according to
data reported into the Healthcare Resource Tracking System (HRTS), with the last
determination being December 22. Eligible hospitals are those that meet the
following criteria according to either of the most recent 7-day periods:

e Adult staffed floor bed utilization is 75% or more AND COVID-19
positive patients occupy 10% or more of staffed floor beds;
OR
e Adult staffed floor bed utilization is 85% or more AND COVID-19
positive patients occupy 6% or more of staffed floor beds;
OR
e Adult ICU staffed bed utilization is 70% or greater AND COVID-19
positivbe patients occupy 30% or greater of total adult staffed ICU beds.

a. The hospital meets the requirements in Section lll.E.a. for any consecutive seven
days within each period for which reimbursement is requested;

b. The hospital is not using the funding in this contract to supplant other federal
funding, including HHS and FEMA funding. This requirement is not meant to
preclude the hospital from billing any form of insurance for care provided to any
patient;

¢. Any expense reimbursed under this contract is not reimbursed under any other
program;
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d. If applicable, the hospital first exhausts all funds from the federal Department of
Health and Human Services CARES Act Provider Relief Fund earmarked for staffing
before invoicing the State for further funding under this contract;

e. The hospital attests it will not use the funding in this contract to directly recruit
staff from other Tennessee hospitals;

f.  The hospital follows all applicable State and federal laws for hiring medical staff;
and

g. The hospital meets all State and federal standards for providing healthcare.

Hospital eligibility will be determined every 14 days on every other Tuesday. TDH staff
will examine each of the two weeks prior. If the hospital meets the eligibility
requirements for either of those weeks, the hospital and their Regional Hospital
Coordinator (RHC) will be notified immediately and allowable expenses will be
reimbursed for four weeks (28 days) total, from two weeks prior to eligibility
determination through two weeks after eligibility determination. The following table
outlines the utilization periods that will be used to determine eligibility and the related
eligible cost periods:

If ONE of the weeks is eligible,
hospital can invoice for

Date of TDH Data ONE of these week periods

Pull/RHC Notification of must meet eligibility . . .
hospital eligibility: criteria: e gxp(?nses RS
period:

September 1, 2020 August 18 — 24 OR August 18 — September 14
August 25 — 31

September 15, 2020 September 1 — 7 OR September 1 — 28
September 8 — 14

September 29, 2020 September 15 — 21 OR September 15 — October 12
September 22 — 28

October 13, 2020 September 29 — October 5 | September 29 — October 26
OR October 6 — 12

October 27, 2020 October 13 - 19 OR October 13 — November 9
October 20 — 26

November 10, 2020 October 27 — November 2 | October 27 — November 23
OR November 3 -9

November 24, 2020 November 10 — 16 OR November 10 — December 7
November 17 — 23

December 8, 2020 November 24 — 30 OR November 24 — December 21
December 1 -7

December 22, 2020 December 8 — 14 OR December 8 — 30
December 15 — 21
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Once a hospital has been determined eligible by TDH based on the requirements
above, they must provide primary and secondary contact information to Shannon
Velasquez (shannon.velasquez@tn.gov). The hospital will be required to complete the
Federal Award Identification Worksheet (Appendix B) and email it to
support@TNCARESAct.com for access to the TN CAMS system.

F. Tennessee Disbursing Entity

The Department of Finance and Administration will manage the disbursement process
for the State of Tennessee's Coronavirus Relief Fund. Funds will be disbursed using the
state’s enterprise accounting system.

IV. Available Allocations

A. Hospital Allocations

The State has designated $51.8M of CRF funds to be distributed to hospitals qualified
under this program that are located in Tennessee.

Recipients may request funds only on a reimbursement basis. Supporting
documentation must be provided to substantiate all funds requested. Additionally, all
costs should be accounted for on a four-week basis (28 days) with the last period 22
days and ending on December 30, 2020. Currently, the maximum 4-week grant period
cost eligibility per hospital is $259,200.

V. Use of Funds

The CARES Act provides that payments from the CRF may only be used to cover costs
that:

(1) are necessary expenditures incurred due to the public health emergency with
respect to the Coronavirus Disease 2019 (COVID-19);

(2) were not accounted for in the budget most recently approved as of March 27,
2020 (the date of enactment of the CARES Act) for the State or government; and

(3) were incurred during the period that begins on March 1, 2020 and ends on
December 30, 2020.3

3 See Section 601(d) of the Social Security Act, as added by section 5001 of the CARES Act
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The guidance that follows sets forth the Department of the Treasury's
interpretation of these limitations.

A. Necessary expenditures incurred due to the public health
emergency

The requirement that expenditures be incurred “due to” the public health emergency
means that expenditures must be used for actions taken to respond to the public
health emergency. These may include expenditures incurred to allow the State,
territorial, local, or Tribal government to respond directly to the emergency, such as
by addressing medical or public health needs, as well as expenditures incurred to
respond to second-order effects of the emergency, such as by providing economic
support to those suffering from employment or business interruptions due to COVID-
19-related business closures. Fund payments may be used for economic support in
the absence of a stay-at-home order if such expenditures are determined by the
government to be necessary. This may include, for example, a grant program to
benefit small businesses that close voluntarily to promote social distancing measures
or that are affected by decreased customer demand as a result of COVID-19 public
health emergency.

Funds may not be used to fill shortfalls in government revenue to cover expenditures
that would not otherwise qualify under the statute. Although a broad range of uses is
allowed, revenue replacement is not a permissible use of Fund payments.

The statute also specifies that expenditures using Fund payments must be “necessary.”
The Department of the Treasury understands this term broadly to mean that the
expenditure is reasonably necessary for its intended use in the reasonable judgment
of the government officials responsible for spending Fund payments.

All the contemplated expenditures for staffing in response to COVID are eligible
expenses. Payroll costs associated with Health and Safety workers are 100% eligible.

B. Costs not accounted for in the budget most recently approved as of
March 27, 2020

The CARES Act also requires that payments be used only to cover costs that were not
accounted for in the budget most recently approved as of March 27, 2020. A cost
meets this requirement if either (a) the cost cannot lawfully be funded using a line item,
allotment, or allocation within that budget or (b) the cost is for a substantially different
use from any expected use of funds in such a line item, allotment, or allocation.

The “most recently approved” budget refers to the enacted budget for the relevant
fiscal period for the particular government, without taking into account subsequent
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supplemental appropriations enacted or other budgetary adjustments made by that
government in response to the COVID-19 public health emergency. A cost is not
considered to have been accounted for in a budget merely because it could be met
using a budgetary stabilization fund, rainy day fund, or similar reserve account.

(Note: Costs incurred for a “substantially different use” include, but are not necessarily
limited to, costs of personnel and services that were budgeted for in the most recently
approved budget but which, due entirely to the COVID-19 public health emergency, have
been diverted to substantially different functions. This would include, for example, the
costs of redeploying corrections facility staff to enable compliance with COVID-19 public
health precautions through work such as enhanced sanitation or enforcing social
distancing measures; the costs of redeploying police to support management and
enforcement of stay-at-home orders; or the costs of diverting educational support staff
or faculty to develop online learning capabilities, such as through providing information
technology support that is not part of the staff or faculty’s ordinary responsibilities.

Note that a public function does not become a “substantially different use” merely
because it is provided from a different location or through a different manner. For
example, although developing online instruction capabilities may be a substantially
different use of funds, online instruction itself is not a substantially different use of public
funds than classroom instruction.)

C. Costs incurred during the period that begins on March 1, 2020, and
ends on December 30, 2020

Finally, the CARES Act provides that payments from the Fund may only be used to
cover costs that were incurred during the period that begins on March 1, 2020
and ends on December 30, 2020 (the “covered period”). Putting this requirement
together with the other provisions discussed above, section 601(d) may be
summarized as providing that a State, local, or tribal government may use payments
from the Fund only to cover previously unbudgeted costs of necessary expenditures
incurred due to the COVID-19 public health emergency during the covered period.

Initial guidance released on April 22, 2020, provided that the cost of an expenditure is
incurred when the recipient has expended funds to cover the cost. Upon further
consideration and informed by an understanding of State, local, and tribal government
practices, Treasury is clarifying that for a cost to be considered to have been incurred,
performance or delivery must occur during the covered period but payment of funds
need not be made during that time (though it is generally expected that this will take
place within 90 days of a cost being incurred). For instance, in the case of a lease of
equipment or other property, irrespective of when payment occurs, the cost of a lease
payment shall be considered to have been incurred for the period of the lease that is
within the covered period, but not otherwise. Furthermore, in all cases it must be
necessary that performance or delivery take place during the covered period. Thus, the
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VI.

cost of a good or service received during the covered period will not be considered
eligible under section 601(d) if there is no need for receipt until after the covered
period has expired.

Given that it is not always possible to estimate with precision when a good or service
will be needed, the touchstone in assessing the determination of need for a good or
service during the covered period will be reasonableness at the time delivery or
performance was sought, e.g., the time of entry into a procurement contract specifying
a time for delivery. Similarly, in recognition of the likelihood of supply chain disruptions
and increased demand for certain goods and services during the COVID-19 public
health emergency, if a recipient enters into a contract requiring the delivery of goods
or performance of services by December 30, 2020, the failure of a vendor to complete
delivery or services by December 30, 2020, will not affect the ability of the recipient to
use payments from the Fund to cover the cost of such goods or services if the delay is
due to circumstances beyond the recipient’s control.

This guidance applies in a like manner to costs of subrecipients. Thus, a grant or loan,
for example, provided by a recipient using payments from the Fund must be used by
the subrecipient only to purchase (or reimburse a purchase of) goods or services for
which receipt both is needed within the covered period and occurs within the covered
period. The direct recipient of payments from the Fund is ultimately responsible for
compliance with this limitation on use of payments from the Fund. Assuming that the
intent is to ensure that all expenditures are made during the applicable time period,
and that it is prudent and sensible to do so, this requirement will be satisfied.

Eligible Expenses

Under the COVID-19 Hospital Staffing Assistance Program, expenses associated with
increased staffing costs for providing any or all of the following related to COVID-19
inpatient care and that is a necessary expenditure incurred due to the COVID-19 public
health emergency, using a maximum of $259,200 of funding per four-week to expand
COVID+ patient capacity by a minimum of 12 additional floor beds or 6 additional ICU
beds (pro-rated for smaller facilities with less facility space if requested). The hospital
will need to upload a brief description/plan initially and may be asked for additional
detail as a reporting requirement. Allowable expenses will be reimbursed for four
weeks total, from two weeks prior to eligibility determination (Section Ill.E.a) through
two weeks after that eligibility determination. Allowable expenses for COVID-19
related patient care are limited to:

a. Hazard pay for staff (i.e., additional pay for performing hazardous duty or work
involving physical hardship related to COVID-19);

b. Overtime pay for critical staff;
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VIL.

c. Payments to a supplemental staffing agency;

d. Housing and travel costs for staff to the extent such is not already covered by the
staffing contract; and

e. Pay differentials for staff willing to work shifts beyond their normal schedule.

The costs will be eligible if they were incurred within the period of August 17, 2020
through December 30, 2020. Guidance released by the U.S. Treasury regarding the use
of these funds states that for a cost to be considered to have been incurred,
performance or delivery must occur during the covered period, but payment of funds
need not be made during that time.

Ineligible Expenses

The following is a list of examples of costs that would not be eligible expenditures of
these funds.

- Damages covered by insurance.

- Expenses that have been or will be reimbursed under any federal program.

- Reimbursement to donors for donated items or services.

« Workforce bonuses, other than hazard pay or overtime.

- Severance pay.

e Legal settlements.

Recipients may not give funds to any other entity and must spend the funds through
their Hospital.

Each Hospital has received some level of federal funding as a result of the pandemic.
The State must ensure that CRF dollars do not duplicate any of these prior federal
funds. In particular, the HHS Provider Relief Fund has directed over $1.5 billion in
funding to Hospitals and other providers. The hospitals will need to demonstrate that
they have exhausted the HHS funding earmarked for staffing before the state provides
them with staffing support. If a hospital elects not to fully deplete HHS Provider Relief
Funds, as noted above, and given the HHS Provider Relief Funds can incur eligible
expense through July 31, 2021, hospitals will need to provide a budget that
demonstrates funds not depleted prior to awards under this program will be fully
depleted prior to July 31, 2021.
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VIIl. Service Reporting

IX.

For each 4-week period, the hospital will attest in TN CAMS that all information
provided to the State's Healthcare Resource Tracking System is complete and accurate
with respect to the requirements in Section Ill.

The recipient shall create and maintain an account on sam.gov with all requested
information.

The recipient shall complete reporting or provide information requested by the State
to ensure that federal regulations are met.

Fund Payment Terms and Conditions

A. Legal Authority to Apply

As part of the certification process in TN CAMS, the recipient shall certify that it
possesses legal authority to accept these terms and conditions and accept payments
for which the recipient is eligible pursuant to the funding announcement. As required
by law, a resolution, motion or similar action shall be duly adopted or passed as an
official act of the recipient’s governing body, authorizing the execution of these terms
and conditions and the acceptance of payments, including all understandings and
assurances contained herein, and directing and authorizing the person identified as
the official representative, or their designee of the organization to act in connection
with the funding and to provide such additional information as may be required.

B. Period of Performance

Funding has been authorized for eligible expenditures incurred between August 17,
2020 and December 30, 2020. All expenditures must be incurred within the
performance period. The State will not provide funding or reimbursement for expenses
incurred after the performance period and the recipient shall return to the State all
funds received and not expended by the recipient and approved by the State on or
before the performance period end date of December 30, 2020. A cost is incurred when
the responsible unit of government has expended funds to cover the cost.

The State is the primary recipient. The hospitals (subrecipients) may be subject to a
shortened period of performance in order to ensure compliance with federal expense
requirements.
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C. Financial Management

Recipients must keep financial records sufficient to demonstrate that the expenditure
of funds they have received are in accordance with section 601(d) of the Social Security
Act. The recipient is responsible for the integrity of the fiscal and programmatic
management of the funds; accountability for all funds received; and compliance with
state guidelines, policies and procedures and applicable federal and state laws and
regulations.

The recipient agrees to maintain an accounting system integrated with adequate
internal fiscal and management controls to capture and report data with accuracy,
providing full accountability of funds use. This system shall provide reasonable
assurance that the recipient is managing federal and state financial assistance
programs in compliance with all applicable laws and regulations.

Recipients must be established as a vendor of the state with a validated pay location
by the Department of Finance & Administration prior to receiving any payments from
the Fund.

Funding for the State’'s Coronavirus Relief Fund is appropriated under the Coronavirus
Aid, Relief, and Economic Security Act, 2020 (Public Law 116-136) enacted on March
27, 2020, as amended, to facilitate protective measures for and recovery from the
public health emergency in areas affected by COVID-19, which are Presidentially-
declared major disaster areas under Title IV of the Robert T. Stafford Disaster Relief
and Emergency Assistance Act (42 U.S.C. 5121 et seq.). All expenditures under the Fund
must be made in accordance with these guidelines and any other applicable laws, rules
or regulations. Further, all funds are subject to recapture and repayment for non-
compliance.

The recipient may initiate a Request for Funding ("RFF”) through TN CAMS for the
allocation amount once notified by DOH. Supporting documentation for eligible
expenses will be required to be uploaded into TN CAMS before funds are released to
the recipient.

D. Record Retention

Recipients must maintain appropriate records to provide accountability and facilitate
review of all expenditures claimed and funding provided from the State of Tennessee
under the Fund. Records maintained by the recipient will, at a minimum, identify the
supporting documentation prepared by the recipient to permit an audit of its
accounting systems and payment verification with respect to the expenditure of any
funds.
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E. Audits and Reviews

All records and expenditures are subject to, and the recipient agrees to comply with,
monitoring and/or audits conducted by the United States Department of Treasury
Office of Inspector General (OIG), Tennessee Office of the Governor, Tennessee
Comptroller of the Treasury, and the Tennessee Department of Finance &
Administration. Further, should a federal audit (OIG) later find that an expense was
unallowable, the recipient must return the associated funds to the State.

The recipient shall maintain adequate records for examination by these entities. The
record retention period is 5 years.

F. Compliance with Federal Laws and Regulations

The recipient acknowledges that all federal financial assistance will be used in
accordance with the CARES Act and accompanying U.S. Department of Treasury
guidance. The recipient will comply with all applicable federal law, regulations,
executive orders, policies, procedures, and directives.

Fund payments are federal financial assistance subject to the Single Audit Act (31 U.S.C.
§§ 7501-7507) and the related provisions of the Uniform Guidance, specifically 2 C.F.R.
§ 200.303 regarding internal controls, §§ 200.330 through 200.332 regarding
subrecipient monitoring and management, and subpart F regarding audit
requirements. Fund payments count toward the threshold of the Single Audit Act and
2 C.F.R. part 200, subpart F regarding audit requirements. Recipients are subject to a
single audit or program-specific audit pursuant to 2 C.F.R. § 200.501(a) when they
spend $750,000 or more in federal awards during their fiscal year.

Any recipient expending $750,000 or more in federal funds during their entity’s fiscal
year must have a single or program-specific audit in accordance with Single Audit
Requirements in 2 CFR, Part 200, Subpart F — Audit Requirements, found at:
https://www.ecfr.gov/cgi-bin/text-idx?tpl=/ecfrbrowse/Title02/2cfr200_main 02.tpl.

The audit must be completed and the data collection and reporting package described
in 2 CFR 200.512 must be submitted to the Federal Audit Clearinghouse (“FAC") within
30 calendar days after receipt of the auditor's report(s), or nine months after the end
of the audit period, whichever is earlier.

G. Amendments and Changes to Terms and Conditions

The Department of Finance & Administration may make changes to these terms and
conditions at any time. Changes include, but are not limited to, modifying the scope
of the funds, adding funds to previously un-awarded cost items or categories,
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changing funds in any awarded cost items or category, reallocating awarded funds,
changing the TN Terms and Conditions (Appendix C to this document), or changing
Fund officials. In the event the Department of Finance & Administration determines
that changes are necessary to the award document after an award has been made,
including changes to period of performance or terms and conditions, recipients will be
notified of the changes in writing. Notwithstanding this requirement, it is understood
and agreed by the parties hereto that changes in local, state and federal rules,
regulations or laws applicable hereto may occur during the term of this funding
agreement and that any such changes shall be automatically incorporated into this
funding agreement without written amendment hereto, and shall become a part
hereof as of the effective date of the rule, regulation or law.

The recipient has no right or entitlement to payment or reimbursement with federal
funds. The recipient agrees that any act, action or representation by either party, their
agents or employees that purports to waive or alter the terms of this agreement or
increase the maximum liability of the State is void unless an amendment to this
agreement is documented in TN CAMS. The recipient agrees that nothing in this
agreement will be interpreted to create an obligation or liability of the State in excess
of the availability of funds for reimbursement as provided in the funding
announcement.

H. Remedies for Non-Compliance

The Department of Finance & Administration shall have the right to terminate a
recipient’s funding and require repayment of any funds spent in a manner that is not
allowed under these guidelines and all applicable laws, rules, and regulations.

l.  Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards

Fund payments are subject to the following requirements in the Uniform Guidance (2
C.F.R. Part 200): 2 C.F.R. § 200.303 regarding internal controls, 2 C.F.R. §§ 200.330
through 200.332 regarding subrecipient monitoring and management, and subpart F
regarding audit requirements. Please refer to the Appendix for copies of these
regulations.
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Payments and Required Documentation

A. Tennessee CARES Act Management System (“TN CAMS")

Coronavirus Relief Funds will be advanced and reimbursed through the Tennessee
CARES Act Management System (“TN CAMS") online portal. TN CAMS is a user-friendly
tool that allows recipients to submit Requests for Advance and Requests for Funding
and upload the necessary supporting documentation for each request. TN CAMS wiill
allow recipients to monitor the status of these requests and keep track of the
remaining available funds in each phase of funding. The following sections include
further description of the portal’s functions.

B. Request for Funding (RFF) Form

This request module allows recipients to submit requests for reimbursement directly
in the system. The module enables the recipient to attach supporting documentation,
monitor the approval process, and the subsequent payment.

C. Required Supporting Documentation

TN CAMS will provide the user with the ability to upload the necessary supporting
documentation related to their costs incurred. Such documentation shall include, but
not be limited to copies of checks issued for payment, itemized vendors’ and suppliers’
invoices or vouchers, a description of the purpose of the expenditure, and other
supporting documentation. The Request for Funding process will require the user to
upload supporting documentation for the expenses they would like to access
reimbursement funds for. This exchange of information through TN CAMS will
streamline the advancement and reimbursement processes and help accelerate the
transfer of funds to the recipient.

Closeout of Funds

The funding provided to a recipient will be closed-out when all available funds have
been distributed, required administrative actions have been completed, and all
supporting documentation has been provided by that recipient. The Department of
Finance & Administration will perform a final accounting of funds provided to the
recipient and all access to TN CAMS previously provided to the recipient will be
cancelled. Additionally, no RFF's submitted after November 15 will be reimbursed, but
RFFs submitted before November 15 may include a detailed plan showing how any
remaining funds will be spent before December 30, 2020, and if the RFF is approved,
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disbursement of those funds will only occur after documentation showing the actual
expenditures have been made prior to December 30 ,2020.

Appendices

A. Frequently Asked Questions

B. Federal Award Identification Worksheet
C. TN Terms and Conditions

D. DOH Terms and Conditions

E. U.S. Treasury CRF Guidance for State, Territorial, Local, and Tribal

Governments
F. U.S. Treasury CRF Frequently Asked Questions
G. Single Audit Act
H. 2 CFR 200.303 Internal Controls

l. 2 CFR 200.330-332 Subrecipient Management and Monitoring

J. 2 CFR 200 Subpart F Audit Requirements
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Appendix F

Coronavirus Relief Fund
Frequently Asked Questions
Updated as of August 10, 2020

The following answers to frequently asked questions supplement Treasury’s Coronavirus Relief Fund
(“Fund”) Guidance for State, Territorial, Local, and Tribal Governments, dated April 22, 2020,
(“Guidance™).? Amounts paid from the Fund are subject to the restrictions outlined in the Guidance and
set forth in section 601(d) of the Social Security Act, as added by section 5001 of the Coronavirus Aid,
Relief, and Economic Security Act (“CARES Act”).

A. Eligible Expenditures

1. Are governments required to submit proposed expenditures to Treasury for approval?

No. Governments are responsible for making determinations as to what expenditures are necessary
due to the public health emergency with respect to COVID-19 and do not need to submit any
proposed expenditures to Treasury.

2. The Guidance says that funding can be used to meet payroll expenses for public safety, public
health, health care, human services, and similar employees whose services are substantially
dedicated to mitigating or responding to the COVID-19 public health emergency. How does a
government determine whether payroll expenses for a given employee satisfy the “substantially
dedicated” condition?

The Fund is designed to provide ready funding to address unforeseen financial needs and risks created
by the COVID-19 public health emergency. For this reason, and as a matter of administrative
convenience in light of the emergency nature of this program, a State, territorial, local, or Tribal
government may presume that payroll costs for public health and public safety employees are
payments for services substantially dedicated to mitigating or responding to the COVID-19 public
health emergency, unless the chief executive (or equivalent) of the relevant government determines
that specific circumstances indicate otherwise.

3. The Guidance says that a cost was not accounted for in the most recently approved budget if the
cost is for a substantially different use from any expected use of funds in such a line item,
allotment, or allocation. What would qualify as a “substantially different use” for purposes of the
Fund eligibility?

Costs incurred for a “substantially different use” include, but are not necessarily limited to, costs of
personnel and services that were budgeted for in the most recently approved budget but which, due
entirely to the COVID-19 public health emergency, have been diverted to substantially different
functions. This would include, for example, the costs of redeploying corrections facility staff to
enable compliance with COVID-19 public health precautions through work such as enhanced
sanitation or enforcing social distancing measures; the costs of redeploying police to support
management and enforcement of stay-at-home orders; or the costs of diverting educational support
staff or faculty to develop online learning capabilities, such as through providing information
technology support that is not part of the staff or faculty’s ordinary responsibilities.

1 On August 10, 2020, these Frequently Asked Questions were revised to add Questions 49-52. The previous
revision was made on July 8.

2 The Guidance is available at https://home.treasury.gov/system/files/136/Coronavirus-Relief-Fund-Guidance-for-
State-Territorial-Local-and-Tribal-Governments.pdf.
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Note that a public function does not become a “substantially different use” merely because it is
provided from a different location or through a different manner. For example, although developing
online instruction capabilities may be a substantially different use of funds, online instruction itself is
not a substantially different use of public funds than classroom instruction.

May a State receiving a payment transfer funds to a local government?

Yes, provided that the transfer qualifies as a necessary expenditure incurred due to the public health
emergency and meets the other criteria of section 601(d) of the Social Security Act. Such funds
would be subject to recoupment by the Treasury Department if they have not been used in a manner
consistent with section 601(d) of the Social Security Act.

May a unit of local government receiving a Fund payment transfer funds to another unit of
government?

Yes. For example, a county may transfer funds to a city, town, or school district within the county
and a county or city may transfer funds to its State, provided that the transfer qualifies as a necessary
expenditure incurred due to the public health emergency and meets the other criteria of section 601(d)
of the Social Security Act outlined in the Guidance. For example, a transfer from a county to a
constituent city would not be permissible if the funds were intended to be used simply to fill shortfalls
in government revenue to cover expenditures that would not otherwise qualify as an eligible
expenditure.

Is a Fund payment recipient required to transfer funds to a smaller, constituent unit of government
within its borders?

No. For example, a county recipient is not required to transfer funds to smaller cities within the
county’s borders.

Are recipients required to use other federal funds or seek reimbursement under other federal
programs before using Fund payments to satisfy eligible expenses?

No. Recipients may use Fund payments for any expenses eligible under section 601(d) of the Social
Security Act outlined in the Guidance. Fund payments are not required to be used as the source of
funding of last resort. However, as noted below, recipients may not use payments from the Fund to
cover expenditures for which they will receive reimbursement.

Are there prohibitions on combining a transaction supported with Fund payments with other
CARES Act funding or COVID-19 relief Federal funding?

Recipients will need to consider the applicable restrictions and limitations of such other sources of
funding. In addition, expenses that have been or will be reimbursed under any federal program, such
as the reimbursement by the federal government pursuant to the CARES Act of contributions by
States to State unemployment funds, are not eligible uses of Fund payments.



9.

10.

11.

12.

13.

Are States permitted to use Fund payments to support state unemployment insurance funds
generally?

To the extent that the costs incurred by a state unemployment insurance fund are incurred due to the
COVID-19 public health emergency, a State may use Fund payments to make payments to its
respective state unemployment insurance fund, separate and apart from such State’s obligation to the
unemployment insurance fund as an employer. This will permit States to use Fund payments to
prevent expenses related to the public health emergency from causing their state unemployment
insurance funds to become insolvent.

Are recipients permitted to use Fund payments to pay for unemployment insurance costs incurred
by the recipient as an employer?

Yes, Fund payments may be used for unemployment insurance costs incurred by the recipient as an
employer (for example, as a reimbursing employer) related to the COVID-19 public health
emergency if such costs will not be reimbursed by the federal government pursuant to the CARES
Act or otherwise.

The Guidance states that the Fund may support a “broad range of uses” including payroll
expenses for several classes of employees whose services are “substantially dedicated to mitigating
or responding to the COVID-19 public health emergency.” What are some examples of types of
covered employees?

The Guidance provides examples of broad classes of employees whose payroll expenses would be
eligible expenses under the Fund. These classes of employees include public safety, public health,
health care, human services, and similar employees whose services are substantially dedicated to
mitigating or responding to the COVID-19 public health emergency. Payroll and benefit costs
associated with public employees who could have been furloughed or otherwise laid off but who were
instead repurposed to perform previously unbudgeted functions substantially dedicated to mitigating
or responding to the COVID-19 public health emergency are also covered. Other eligible
expenditures include payroll and benefit costs of educational support staff or faculty responsible for
developing online learning capabilities necessary to continue educational instruction in response to
COVID-19-related school closures. Please see the Guidance for a discussion of what is meant by an
expense that was not accounted for in the budget most recently approved as of March 27, 2020.

In some cases, first responders and critical health care workers that contract COVID-19 are
eligible for workers’ compensation coverage. |s the cost of this expanded workers compensation
coverage eligible?

Increased workers compensation cost to the government due to the COVID-19 public health
emergency incurred during the period beginning March 1, 2020, and ending December 30, 2020, is an
eligible expense.

If a recipient would have decommissioned equipment or not renewed a lease on particular office
space or equipment but decides to continue to use the equipment or to renew the lease in order to
respond to the public health emergency, are the costs associated with continuing to operate the
equipment or the ongoing lease payments eligible expenses?

Yes. To the extent the expenses were previously unbudgeted and are otherwise consistent with
section 601(d) of the Social Security Act outlined in the Guidance, such expenses would be eligible.



14.

15.

16.

17.

18.

19.

20.

May recipients provide stipends to employees for eligible expenses (for example, a stipend to
employees to improve telework capabilities) rather than require employees to incur the eligible cost
and submit for reimbursement?

Expenditures paid for with payments from the Fund must be limited to those that are necessary due to
the public health emergency. As such, unless the government were to determine that providing
assistance in the form of a stipend is an administrative necessity, the government should provide such
assistance on a reimbursement basis to ensure as much as possible that funds are used to cover only
eligible expenses.

May Fund payments be used for COVID-19 public health emergency recovery planning?

Yes. Expenses associated with conducting a recovery planning project or operating a recovery
coordination office would be eligible, if the expenses otherwise meet the criteria set forth in section
601(d) of the Social Security Act outlined in the Guidance.

Are expenses associated with contact tracing eligible?

Yes, expenses associated with contact tracing are eligible.

To what extent may a government use Fund payments to support the operations of private
hospitals?

Governments may use Fund payments to support public or private hospitals to the extent that the
costs are necessary expenditures incurred due to the COVID-19 public health emergency, but the
form such assistance would take may differ. In particular, financial assistance to private hospitals
could take the form of a grant or a short-term loan.

May payments from the Fund be used to assist individuals with enrolling in a government benefit
program for those who have been laid off due to COVID-19 and thereby lost health insurance?

Yes. To the extent that the relevant government official determines that these expenses are necessary
and they meet the other requirements set forth in section 601(d) of the Social Security Act outlined in
the Guidance, these expenses are eligible.

May recipients use Fund payments to facilitate livestock depopulation incurred by producers due to
supply chain disruptions?

Yes, to the extent these efforts are deemed necessary for public health reasons or as a form of
economic support as a result of the COVID-19 health emergency.

Would providing a consumer grant program to prevent eviction and assist in preventing
homelessness be considered an eligible expense?

Yes, assuming that the recipient considers the grants to be a necessary expense incurred due to the
COVID-19 public health emergency and the grants meet the other requirements for the use of Fund
payments under section 601(d) of the Social Security Act outlined in the Guidance. As a general
matter, providing assistance to recipients to enable them to meet property tax requirements would not
be an eligible use of funds, but exceptions may be made in the case of assistance designed to prevent
foreclosures.
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22.

23.

24.

25.

26.

May recipients create a “payroll support program” for public employees?

Use of payments from the Fund to cover payroll or benefits expenses of public employees are limited
to those employees whose work duties are substantially dedicated to mitigating or responding to the
COVID-19 public health emergency.

May recipients use Fund payments to cover employment and training programs for employees that
have been furloughed due to the public health emergency?

Yes, this would be an eligible expense if the government determined that the costs of such
employment and training programs would be necessary due to the public health emergency.

May recipients use Fund payments to provide emergency financial assistance to individuals and
families directly impacted by a loss of income due to the COVID-19 public health emergency?

Yes, if a government determines such assistance to be a necessary expenditure. Such assistance could
include, for example, a program to assist individuals with payment of overdue rent or mortgage
payments to avoid eviction or foreclosure or unforeseen financial costs for funerals and other
emergency individual needs. Such assistance should be structured in a manner to ensure as much as
possible, within the realm of what is administratively feasible, that such assistance is necessary.

The Guidance provides that eligible expenditures may include expenditures related to the provision
of grants to small businesses to reimburse the costs of business interruption caused by required
closures. What is meant by a “small business,” and is the Guidance intended to refer only to
expenditures to cover administrative expenses of such a grant program?

Governments have discretion to determine what payments are necessary. A program that is aimed at
assisting small businesses with the costs of business interruption caused by required closures should
be tailored to assist those businesses in need of such assistance. The amount of a grant to a small
business to reimburse the costs of business interruption caused by required closures would also be an
eligible expenditure under section 601(d) of the Social Security Act, as outlined in the Guidance.

The Guidance provides that expenses associated with the provision of economic support in
connection with the public health emergency, such as expenditures related to the provision of
grants to small businesses to reimburse the costs of business interruption caused by required
closures, would constitute eligible expenditures of Fund payments. Would such expenditures be
eligible in the absence of a stay-at-home order?

Fund payments may be used for economic support in the absence of a stay-at-home order if such
expenditures are determined by the government to be necessary. This may include, for example, a
grant program to benefit small businesses that close voluntarily to promote social distancing measures
or that are affected by decreased customer demand as a result of the COVID-19 public health
emergency.

May Fund payments be used to assist impacted property owners with the payment of their property
taxes?

Fund payments may not be used for government revenue replacement, including the provision of
assistance to meet tax obligations.



217.

28.

29.

30.

31.

32.

May Fund payments be used to replace foregone utility fees? If not, can Fund payments be used
as a direct subsidy payment to all utility account holders?

Fund payments may not be used for government revenue replacement, including the replacement of
unpaid utility fees. Fund payments may be used for subsidy payments to electricity account holders
to the extent that the subsidy payments are deemed by the recipient to be necessary expenditures
incurred due to the COVID-19 public health emergency and meet the other criteria of section 601(d)
of the Social Security Act outlined in the Guidance. For example, if determined to be a necessary
expenditure, a government could provide grants to individuals facing economic hardship to allow
them to pay their utility fees and thereby continue to receive essential services.

Could Fund payments be used for capital improvement projects that broadly provide potential
economic development in a community?

In general, no. If capital improvement projects are not necessary expenditures incurred due to the
COVID-19 public health emergency, then Fund payments may not be used for such projects.

However, Fund payments may be used for the expenses of, for example, establishing temporary
public medical facilities and other measures to increase COVID-19 treatment capacity or improve
mitigation measures, including related construction costs.

The Guidance includes workforce bonuses as an example of ineligible expenses but provides that
hazard pay would be eligible if otherwise determined to be a necessary expense. Is there a specific
definition of “hazard pay”?

Hazard pay means additional pay for performing hazardous duty or work involving physical hardship,
in each case that is related to COVID-19.

The Guidance provides that ineligible expenditures include “[p]ayroll or benefits expenses for
employees whose work duties are not substantially dedicated to mitigating or responding to the
COVID-19 public health emergency.” Is this intended to relate only to public employees?

Yes. This particular nonexclusive example of an ineligible expenditure relates to public employees.
A recipient would not be permitted to pay for payroll or benefit expenses of private employees and
any financial assistance (such as grants or short-term loans) to private employers are not subject to the
restriction that the private employers’ employees must be substantially dedicated to mitigating or
responding to the COVID-19 public health emergency.

May counties pre-pay with CARES Act funds for expenses such as a one or two-year facility lease,
such as to house staff hired in response to COVID-19?

A government should not make prepayments on contracts using payments from the Fund to the extent
that doing so would not be consistent with its ordinary course policies and procedures.

Must a stay-at-home order or other public health mandate be in effect in order for a government to
provide assistance to small businesses using payments from the Fund?

No. The Guidance provides, as an example of an eligible use of payments from the Fund,
expenditures related to the provision of grants to small businesses to reimburse the costs of business
interruption caused by required closures. Such assistance may be provided using amounts received
from the Fund in the absence of a requirement to close businesses if the relevant government
determines that such expenditures are necessary in response to the public health emergency.
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34.

35.

36.

37.

Should States receiving a payment transfer funds to local governments that did not receive
payments directly from Treasury?

Yes, provided that the transferred funds are used by the local government for eligible expenditures
under the statute. To facilitate prompt distribution of Title V funds, the CARES Act authorized
Treasury to make direct payments to local governments with populations in excess of 500,000, in
amounts equal to 45% of the local government’s per capita share of the statewide allocation. This
statutory structure was based on a recognition that it is more administratively feasible to rely on
States, rather than the federal government, to manage the transfer of funds to smaller local
governments. Consistent with the needs of all local governments for funding to address the public
health emergency, States should transfer funds to local governments with populations of 500,000 or
less, using as a benchmark the per capita allocation formula that governs payments to larger local
governments. This approach will ensure equitable treatment among local governments of all sizes.

For example, a State received the minimum $1.25 billion allocation and had one county with a
population over 500,000 that received $250 million directly. The State should distribute 45 percent of
the $1 billion it received, or $450 million, to local governments within the State with a population of
500,000 or less.

May a State impose restrictions on transfers of funds to local governments?

Yes, to the extent that the restrictions facilitate the State’s compliance with the requirements set forth
in section 601(d) of the Social Security Act outlined in the Guidance and other applicable
requirements such as the Single Audit Act, discussed below. Other restrictions are not permissible.

If a recipient must issue tax anticipation notes (TANS) to make up for tax due date deferrals or
revenue shortfalls, are the expenses associated with the issuance eligible uses of Fund payments?

If a government determines that the issuance of TANSs is necessary due to the COVID-19 public
health emergency, the government may expend payments from the Fund on the interest expense
payable on TANs by the borrower and unbudgeted administrative and transactional costs, such as
necessary payments to advisors and underwriters, associated with the issuance of the TANS.

May recipients use Fund payments to expand rural broadband capacity to assist with distance
learning and telework?

Such expenditures would only be permissible if they are necessary for the public health emergency.
The cost of projects that would not be expected to increase capacity to a significant extent until the
need for distance learning and telework have passed due to this public health emergency would not be
necessary due to the public health emergency and thus would not be eligible uses of Fund payments.

Are costs associated with increased solid waste capacity an eligible use of payments from the
Fund?

Yes, costs to address increase in solid waste as a result of the public health emergency, such as relates
to the disposal of used personal protective equipment, would be an eligible expenditure.
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39.

40.

41.

42.

43.

May payments from the Fund be used to cover across-the-board hazard pay for employees working
during a state of emergency?

No. The Guidance says that funding may be used to meet payroll expenses for public safety, public
health, health care, human services, and similar employees whose services are substantially dedicated
to mitigating or responding to the COVID-19 public health emergency. Hazard pay is a form of
payroll expense and is subject to this limitation, so Fund payments may only be used to cover hazard
pay for such individuals.

May Fund payments be used for expenditures related to the administration of Fund payments by a
State, territorial, local, or Tribal government?

Yes, if the administrative expenses represent an increase over previously budgeted amounts and are
limited to what is necessary. For example, a State may expend Fund payments on necessary
administrative expenses incurred with respect to a new grant program established to disburse amounts
received from the Fund.

May recipients use Fund payments to provide loans?

Yes, if the loans otherwise qualify as eligible expenditures under section 601(d) of the Social Security
Act as implemented by the Guidance. Any amounts repaid by the borrower before December 30,
2020, must be either returned to Treasury upon receipt by the unit of government providing the loan
or used for another expense that qualifies as an eligible expenditure under section 601(d) of the Social
Security Act. Any amounts not repaid by the borrower until after December 30, 2020, must be
returned to Treasury upon receipt by the unit of government lending the funds.

May Fund payments be used for expenditures necessary to prepare for a future COVID-19
outbreak?

Fund payments may be used only for expenditures necessary to address the current COVID-19 public
health emergency. For example, a State may spend Fund payments to create a reserve of personal
protective equipment or develop increased intensive care unit capacity to support regions in its
jurisdiction not yet affected, but likely to be impacted by the current COVID-19 pandemic.

May funds be used to satisfy non-federal matching requirements under the Stafford Act?

Yes, payments from the Fund may be used to meet the non-federal matching requirements for
Stafford Act assistance to the extent such matching requirements entail COVID-19-related costs that
otherwise satisfy the Fund’s eligibility criteria and the Stafford Act. Regardless of the use of Fund
payments for such purposes, FEMA funding is still dependent on FEMA’s determination of eligibility
under the Stafford Act.

Must a State, local, or tribal government require applications to be submitted by businesses or
individuals before providing assistance using payments from the Fund?

Governments have discretion to determine how to tailor assistance programs they establish in
response to the COVID-19 public health emergency. However, such a program should be structured
in such a manner as will ensure that such assistance is determined to be necessary in response to the
COVID-19 public health emergency and otherwise satisfies the requirements of the CARES Act and
other applicable law. For example, a per capita payment to residents of a particular jurisdiction
without an assessment of individual need would not be an appropriate use of payments from the Fund.






49.

50.

ol.

52.

Are States permitted to use Coronavirus Relief Fund payments to satisfy non-federal matching
requirements under the Stafford Act, including “lost wages assistance” authorized by the
Presidential Memorandum on Authorizing the Other Needs Assistance Program for Major
Disaster Declarations Related to Coronavirus Disease 2019 (August 8, 2020)?

Yes. As previous guidance has stated, payments from the Fund may be used to meet the non-federal
matching requirements for Stafford Act assistance to the extent such matching requirements entail
COVID-19-related costs that otherwise satisfy the Fund’s eligibility criteria and the Stafford Act.
States are fully permitted to use payments from the Fund to satisfy 100% of their cost share for lost
wages assistance recently made available under the Stafford Act.

At what point would costs be considered to be incurred in the case of a grant made by a State, local,
or tribal government to cover interest and principal amounts of a loan, such as might be provided
as part of a small business assistance program in which the loan is made by a private institution?

A grant made to cover interest and principal costs of a loan, including interest and principal due after
the period that begins on March 1, 2020, and ends on December 30, 2020 (the “covered period”), will
be considered to be incurred during the covered period if (i) the full amount of the loan is advanced to
the borrower within the covered period and (ii) the proceeds of the loan are used by the borrower to
cover expenses incurred during the covered period. In addition, if these conditions are met, the
amount of the grant will be considered to have been used during the covered period for purposes of
the requirement that expenses be incurred within the covered period. Such a grant would be
analogous to a loan provided by the Fund recipient itself that incorporates similar loan forgiveness
provisions. As with any other assistance provided by a Fund recipient, such a grant would need to be
determined by the recipient to be necessary due to the public health emergency.

If governments use Fund payments as described in the Guidance to establish a grant program to
support businesses, would those funds be considered gross income taxable to a business receiving
the grant under the Internal Revenue Code (Code)?

Please see the answer provided by the Internal Revenue Service (IRS) available at
https://www.irs.gov/newsroom/cares-act-coronavirus-relief-fund-frequently-asked-guestions.

If governments use Fund payments as described in the Guidance to establish a loan program to
support businesses, would those funds be considered gross income taxable to a business receiving
the loan under the Code?

Please see the answer provided by the IRS available at https://www.irs.gov/newsroom/cares-act-
coronavirus-relief-fund-frequently-asked-questions.

B. Questions Related to Administration of Fund Payments

1.

Do governments have to return unspent funds to Treasury?

Yes. Section 601(f)(2) of the Social Security Act, as added by section 5001(a) of the CARES Act,
provides for recoupment by the Department of the Treasury of amounts received from the Fund that
have not been used in a manner consistent with section 601(d) of the Social Security Act. If a
government has not used funds it has received to cover costs that were incurred by December 30,
2020, as required by the statute, those funds must be returned to the Department of the Treasury.
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(12) "major program" means a Federal program identified in accordance with risk-based criteria prescribed by the
Director under this chapter, subject to the limitations described under subsection (b);
(13) "non-Federal entity" means a State, local government, or nonprofit organization;
(14) "nonprofit organization" means any corporation, trust, association, cooperative, or other organization that—
(A) is operated primarily for scientific, educational, service, charitable, or similar purposes in the public interest;
(B) is not organized primarily for profit; and
(C) uses net proceeds to maintain, improve, or expand the operations of the organization;

(15) "pass-through entity" means a non-Federal entity that provides Federal awards to a subrecipient to carry out
a Federal program;

(16) "program-specific audit" means an audit of one Federal program;

(17) "recipient" means a non-Federal entity that receives awards directly from a Federal agency to carry out a
Federal program;

(18) "single audit" means an audit, as described under section 7502(d), of a non-Federal entity that includes the
entity's financial statements and Federal awards;

(19) "State" means any State of the United States, the District of Columbia, the Commonwealth of Puerto Rico, the
Virgin Islands, Guam, American Samoa, the Commonwealth of the Northern Mariana Islands, and the Trust Territory
of the Pacific Islands, any instrumentality thereof, any multi-State, regional, or interstate entity which has
governmental functions, and any Indian tribe; and

(20) "subrecipient" means a non-Federal entity that receives Federal awards through another non-Federal entity to
carry out a Federal program, but does not include an individual who receives financial assistance through such
awards.

(b) In prescribing risk-based program selection criteria for major programs, the Director shall not require more
programs to be identified as major for a particular non-Federal entity, except as prescribed under subsection (c) or as
provided under subsection (d), than would be identified if the major programs were defined as any program for which
total expenditures of Federal awards by the non-Federal entity during the applicable year exceed—

(1) the larger of $30,000,000 or 0.15 percent of the non-Federal entity's total Federal expenditures, in the case of
a non-Federal entity for which such total expenditures for all programs exceed $10,000,000,000;

(2) the larger of $3,000,000, or 0.30 percent of the non-Federal entity's total Federal expenditures, in the case of a
non-Federal entity for which such total expenditures for all programs exceed $100,000,000 but are less than or equal
to $10,000,000,000; or

(3) the larger of $300,000, or 3 percent of such total Federal expenditures for all programs, in the case of a non-
Federal entity for which such total expenditures for all programs equal or exceed $300,000 but are less than or equal
to $100,000,000.

(c) When the total expenditures of a non-Federal entity's major programs are less than 50 percent of the non-Federal
entity's total expenditures of all Federal awards (or such lower percentage as specified by the Director), the auditor
shall select and test additional programs as major programs as necessary to achieve audit coverage of at least 50
percent of Federal expenditures by the non-Federal entity (or such lower percentage as specified by the Director), in
accordance with guidance issued by the Director.

(d) Loan or loan guarantee programs, as specified by the Director, shall not be subject to the application of
subsection (b).

(Added Pub. L. 98-502, §2(a), Oct. 19, 1984, 98 Stat. 2327; amended Pub. L. 104—156, §2, July 5, 1996, 110 Stat.
1396.)

REFERENCES IN TEXT

The Alaskan Native Claims Settlement Act, referred to in subsec. (a)(9), probably means the Alaska
Native Claims Settlement Act, Pub. L. 92-203, Dec. 18, 1971, 85 Stat. 688, as amended, which is classified
generally to chapter 33 (§1601 et seq.) of Title 43, Public Lands. For complete classification of this Act to the
Code, see Short Title note set out under section 1601 of Title 43 and Tables.

AMENDMENTS

1996—Pub. L. 104-156 reenacted section catchline without change and amended text generally,
substituting present provisions for similar provisions defining terms used in this chapter.

SHORT TITLE OF 2016 AMENDMENT

Pub. L. 114-301, §1, Dec. 16, 2016, 130 Stat. 1514, provided that: "This Act [amending section 5226 of Title
12, Banks and Banking, section 280g—15 of Title 42, The Public Health and Welfare, and section 114 of Title
49, Transportation, renumbering section 7507 of this title as section 7506, repealing section 7506 of this title,
amending provisions set out as notes under section 78m of Title 15, Commerce and Trade, and section
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5189a of Title 42, and repealing provisions set out as a note under section 1395l of Title 42] may be cited as
the 'GAO Mandates Revision Act of 2016"."

SHORT TITLE OF 1996 AMENDMENT

Pub. L. 104-156, §1(a), July 5, 1996, 110 Stat. 1396, provided that: "This Act [amending this chapter and
enacting provisions set out as notes below] may be cited as the 'Single Audit Act Amendments of 1996'."

SHORT TITLE OF 1984 AMENDMENT

Pub. L. 98-502, §1(a), Oct. 19, 1984, 98 Stat. 2327, provided that: "This Act [enacting this chapter and
provisions set out as notes under this section] may be cited as the 'Single Audit Act of 1984"."

TERMINATION OF TRUST TERRITORY OF THE PACIFIC ISLANDS

For termination of Trust Territory of the Pacific Islands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

TRANSITIONAL APPLICATION

Pub. L. 104-156, §3, July 5, 1996, 110 Stat. 1404, provided that: "Subject to [former] section 7507 of title 31,
United States Code (as amended by section 2 of this Act) [now 31 U.S.C. 7506] the provisions of chapter 75 of
such title (before amendment by section 2 of this Act) shall continue to apply to any State or local
government with respect to any of its fiscal years beginning before July 1, 1996."

CONGRESSIONAL STATEMENT OF PURPOSE

Pub. L. 104-156, §1(b), July 5, 1996, 110 Stat. 1396, provided that: "The purposes of this Act [see Short
Title of 1996 Amendment note above] are to—

"(1) promote sound financial management, including effective internal controls, with respect to
Federal awards administered by non-Federal entities;

"(2) establish uniform requirements for audits of Federal awards administered by non-Federal
entities;

"(3) promote the efficient and effective use of audit resources;

"(4) reduce burdens on State and local governments, Indian tribes, and nonprofit organizations;
and

"(5) ensure that Federal departments and agencies, to the maximum extent practicable, rely upon
and use audit work done pursuant to chapter 75 of title 31, United States Code (as amended by this Act)."
Pub. L. 98-502, §1(b), Oct. 19, 1984, 98 Stat. 2327, provided that: "It is the purpose of this Act [enacting

this chapter and provisions set out as notes under this section]—

"(1) to improve the financial management of State and local governments with respect to Federal
financial assistance programs;

"(2) to establish uniform requirements for audits of Federal financial assistance provided to State
and local governments;

"(3) to promote the efficient and effective use of audit resources; and

"(4) to ensure that Federal departments and agencies, to the maximum extent practicable, rely
upon and use audit work done pursuant to chapter 75 of title 31, United States Code (as added by this
Act)."

TENNESSEE VALLEY AUTHORITY AUDITS UNAFFECTED BY SINGLE AUDIT

REQUIREMENTS

Pub. L. 98-502, §2(b), Oct. 19, 1984, 98 Stat. 2334, provided that: "The provisions of this Act [enacting
this chapter and provisions set out as notes under this section] shall not diminish or otherwise affect the
authority of the Tennessee Valley Authority to conduct its own audits of any matter involving funds
disbursed by the Tennessee Valley Authority."

1 Soin original.

§7502. Audit requirements; exemptions

(a)(1)(A) Each non-Federal entity that expends a total amount of Federal awards equal to or in excess of $300,000
or such other amount specified by the Director under subsection (a)(3) in any fiscal year of such non-Federal entity
shall have either a single audit or a program-specific audit made for such fiscal year in accordance with the
requirements of this chapter.
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(B) Each such non-Federal entity that expends Federal awards under more than one Federal program shall undergo
a single audit in accordance with the requirements of subsections (b) through (i) of this section and guidance issued by
the Director under section 7505.

(C) Each such non-Federal entity that expends awards under only one Federal program and is not subject to laws,
regulations, or Federal award agreements that require a financial statement audit of the non-Federal entity, may elect
to have a program-specific audit conducted in accordance with applicable provisions of this section and guidance
issued by the Director under section 7505.

(2)(A) Each non-Federal entity that expends a total amount of Federal awards of less than $300,000 or such other
amount specified by the Director under subsection (a)(3) in any fiscal year of such entity, shall be exempt for such
fiscal year from compliance with—

(i) the audit requirements of this chapter; and
(i) any applicable requirements concerning financial audits contained in Federal statutes and regulations
governing programs under which such Federal awards are provided to that non-Federal entity.

(B) The provisions of subparagraph (A)(ii) of this paragraph shall not exempt a non-Federal entity from compliance
with any provision of a Federal statute or regulation that requires such non-Federal entity to maintain records
concerning Federal awards provided to such non-Federal entity or that permits a Federal agency, pass-through entity,
or the Comptroller General access to such records.

(3) Every 2 years, the Director shall review the amount for requiring audits prescribed under paragraph (1)(A) and
may adjust such dollar amount consistent with the purposes of this chapter, provided the Director does not make such
adjustments below $300,000.

(b)(1) Except as provided in paragraphs (2) and (3), audits conducted pursuant to this chapter shall be conducted
annually.

(2) A State or local government that is required by constitution or statute, in effect on January 1, 1987, to undergo its
audits less frequently than annually, is permitted to undergo its audits pursuant to this chapter biennially. Audits
conducted biennially under the provisions of this paragraph shall cover both years within the biennial period.

(3) Any nonprofit organization that had biennial audits for all biennial periods ending between July 1, 1992, and
January 1, 1995, is permitted to undergo its audits pursuant to this chapter biennially. Audits conducted biennially
under the provisions of this paragraph shall cover both years within the biennial period.

(c) Each audit conducted pursuant to subsection (a) shall be conducted by an independent auditor in accordance
with generally accepted government auditing standards, except that, for the purposes of this chapter, performance
audits shall not be required except as authorized by the Director.

(d) Each single audit conducted pursuant to subsection (a) for any fiscal year shall—

(1) cover the operations of the entire non-Federal entity; or

(2) at the option of such non-Federal entity such audit shall include a series of audits that cover departments,
agencies, and other organizational units which expended or otherwise administered Federal awards during such
fiscal year provided that each such audit shall encompass the financial statements and schedule of expenditures of

Federal awards for each such department, agency, and organizational unit, which shall be considered to be a non-

Federal entity.

(e) The auditor shall—

(1) determine whether the financial statements are presented fairly in all material respects in conformity with
generally accepted accounting principles;

(2) determine whether the schedule of expenditures of Federal awards is presented fairly in all material respects in
relation to the financial statements taken as a whole;

(3) with respect to internal controls pertaining to the compliance requirements for each major program—

(A) obtain an understanding of such internal controls;

(B) assess control risk; and
(C) perform tests of controls unless the controls are deemed to be ineffective; and

(4) determine whether the non-Federal entity has complied with the provisions of laws, regulations, and contracts
or grants pertaining to Federal awards that have a direct and material effect on each major program.

(f)(1) Each Federal agency which provides Federal awards to a recipient shall—

(A) provide such recipient the program names (and any identifying numbers) from which such awards are derived,
and the Federal requirements which govern the use of such awards and the requirements of this chapter; and

(B) review the audit of a recipient as necessary to determine whether prompt and appropriate corrective action has
been taken with respect to audit findings, as defined by the Director, pertaining to Federal awards provided to the
recipient by the Federal agency.

(2) Each pass-through entity shall—
(A) provide such subrecipient the program names (and any identifying numbers) from which such assistance is
derived, and the Federal requirements which govern the use of such awards and the requirements of this chapter;
(B) monitor the subrecipient's use of Federal awards through site visits, limited scope audits, or other means;
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(C) review the audit of a subrecipient as necessary to determine whether prompt and appropriate corrective action
has been taken with respect to audit findings, as defined by the Director, pertaining to Federal awards provided to
the subrecipient by the pass-through entity; and

(D) require each of its subrecipients of Federal awards to permit, as a condition of receiving Federal awards, the
independent auditor of the pass-through entity to have such access to the subrecipient's records and financial
statements as may be necessary for the pass-through entity to comply with this chapter.

(9)(1) The auditor shall report on the results of any audit conducted pursuant to this section, in accordance with
guidance issued by the Director.

(2) When reporting on any single audit, the auditor shall include a summary of the auditor's results regarding the
non-Federal entity's financial statements, internal controls, and compliance with laws and regulations.

(h) The non-Federal entity shall transmit the reporting package, in an electronic form in accordance with the data
standards established under chapter 64 and which shall include the non-Federal entity's financial statements, schedule
of expenditures of Federal awards, corrective action plan defined under subsection (i), and auditor's reports developed
pursuant to this section, to a Federal clearinghouse designated by the Director, and make it available for public
inspection within the earlier of—

(1) 30 days after receipt of the auditor's report; or

(2)(A) for a transition period of at least 2 years after the effective date of the Single Audit Act Amendments of
1996, as established by the Director, 13 months after the end of the period audited; or

(B) for fiscal years beginning after the period specified in subparagraph (A), 9 months after the end of the period
audited, or within a longer timeframe authorized by the Federal agency, determined under criteria issued under
section 7504, when the 9-month timeframe would place an undue burden on the non-Federal entity.

(i) If an audit conducted pursuant to this section discloses any audit findings, as defined by the Director, including
material noncompliance with individual compliance requirements for a major program by, or reportable conditions in the
internal controls of, the non-Federal entity with respect to the matters described in subsection (e), the non-Federal
entity shall submit to Federal officials designated by the Director, a plan for corrective action to eliminate such audit
findings or reportable conditions or a statement describing the reasons that corrective action is not necessary. Such
plan shall be consistent with the audit resolution standard promulgated by the Comptroller General (as part of the
standards for internal controls in the Federal Government) pursuant to section 3512(c).

(i) The Director may authorize pilot projects to test alternative methods of achieving the purposes of this chapter.
Such pilot projects may begin only after consultation with the Chair and Ranking Minority Member of the Committee on
Governmental Affairs of the Senate and the Chair and Ranking Minority Member of the Committee on Government
Reform and Oversight of the House of Representatives.

(Added Pub. L. 98-502, §2(a), Oct. 19, 1984, 98 Stat. 2329; amended Pub. L. 103-272, §4(f)(1)(W), July 5, 1994, 108
Stat. 1363; Pub. L. 104—156, §2, July 5, 1996, 110 Stat. 1399; Pub. L. 116-103, §5(a)(1), Dec. 30, 2019, 133 Stat.
3270.)

REFERENCES IN TEXT

The effective date of the Single Audit Act Amendments of 1996, referred to in subsec. (h)(2)(A), is the
effective date of Pub. L. 104-156, which is classified generally to this chapter. See section 7506 of this title.

AMENDMENTS

2019—Subsec. (h). Pub. L. 116-103 inserted "in an electronic form in accordance with the data
standards established under chapter 64 and" after "the reporting package," in introductory provisions.

1996—Pub. L. 104—-156 reenacted section catchline without change and amended text generally,
substituting present provisions for similar provisions relating to audit requirements and exemptions from
such requirements for State and local governments receiving Federal financial assistance of $100,000 or
more in any fiscal year and requiring audits to be conducted annually in most instances, to cover entirety
of government operations, for reports to be made on audits in specified time period, and for appropriate
corrective action plans to be submitted to Federal officials for any material State or local noncompliance
with Federal laws and regulations.

1994—Subsec. (b)(2). Pub. L. 103-272, §4(f)(1)(W), substituted "October 19, 1984" for "the date of
enactment of this chapter" in subpar. (A) and for "such date" in subpar. (B).

Subsec. (d)(5), (6). Pub. L. 103-272, §4(f)(1)(W)(iii), redesignated par. (6) as (5) and struck out former
par. (5) which read as follows: "Each State or local government which, in any fiscal year of such
government, receives directly from the Department of the Treasury a total of $25,000 or more under
chapter 67 of this title (relating to general revenue sharing) and which is required to conduct an audit
pursuant to this chapter for such fiscal year shall not have the option provided by paragraph (1)(A) for
such fiscal year."

Subsec. (g). Pub. L. 103-272, §4(f)(1)(W)(iv), substituted "section 3512(c)" for "section 3512(b)".
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CHANGE OF NAME

Committee on Governmental Affairs of Senate changed to Committee on Homeland Security and
Governmental Affairs of Senate, effective Jan. 4, 2005, by Senate Resolution No. 445, One Hundred
Eighth Congress, Oct. 9, 2004.

Committee on Government Reform and Oversight of House of Representatives changed to Committee
on Government Reform of House of Representatives by House Resolution No. 5, One Hundred Sixth
Congress, Jan. 6, 1999. Committee on Government Reform of House of Representatives changed to
Committee on Oversight and Government Reform of House of Representatives by House Resolution No.
6, One Hundred Tenth Congress, Jan. 5, 2007. Committee on Oversight and Government Reform of
House of Representatives changed to Committee on Oversight and Reform of House of Representatives
by House Resolution No. 6, One Hundred Sixteenth Congress, Jan. 9, 2019.

§7503. Relation to other audit requirements

(a) An audit conducted in accordance with this chapter shall be in lieu of any financial audit of Federal awards which
a non-Federal entity is required to undergo under any other Federal law or regulation. To the extent that such audit
provides a Federal agency with the information it requires to carry out its responsibilities under Federal law or
regulation, a Federal agency shall rely upon and use that information.

(b) Notwithstanding subsection (a), a Federal agency may conduct or arrange for additional audits which are
necessary to carry out its responsibilities under Federal law or regulation. The provisions of this chapter do not
authorize any non-Federal entity (or subrecipient thereof) to constrain, in any manner, such agency from carrying out
or arranging for such additional audits, except that the Federal agency shall plan such audits to not be duplicative of
other audits of Federal awards.

(c) The provisions of this chapter do not limit the authority of Federal agencies to conduct, or arrange for the conduct
of, audits and evaluations of Federal awards, nor limit the authority of any Federal agency Inspector General or other
Federal official.

(d) Subsection (a) shall apply to a non-Federal entity which undergoes an audit in accordance with this chapter even
though it is not required by section 7502(a) to have such an audit.

(e) A Federal agency that provides Federal awards and conducts or arranges for audits of non-Federal entities
receiving such awards that are in addition to the audits of non-Federal entities conducted pursuant to this chapter shall,
consistent with other applicable law, arrange for funding the full cost of such additional audits. Any such additional
audits shall be coordinated with the Federal agency determined under criteria issued under section 7504 to preclude
duplication of the audits conducted pursuant to this chapter or other additional audits.

(f) Upon request by a Federal agency or the Comptroller General, any independent auditor conducting an audit
pursuant to this chapter shall make the auditor's working papers available to the Federal agency or the Comptroller
General as part of a quality review, to resolve audit findings, or to carry out oversight responsibilities consistent with the
purposes of this chapter. Such access to auditor's working papers shall include the right to obtain copies.

(Added Pub. L. 98-502, §2(a), Oct. 19, 1984, 98 Stat. 2332; amended Pub. L. 103-272, §4(f)(1)(X), July 5, 1994, 108
Stat. 1363; Pub. L. 104—156, §2, July 5, 1996, 110 Stat. 1401.)

AMENDMENTS

1996—Pub. L. 104—-156 reenacted section catchline without change and amended text generally,
substituting present provisions for similar provisions relating to other audit requirements, including
compliance and evaluation audits of individual Federal assistance programs, audits by State and local
governmental entities, and provisions requiring Federal agencies to arrange for funding cost of
conducting audits that are in addition to audits required by this chapter.

1994—Subsec. (a). Pub. L. 103-272 substituted "extent" for "extend" in second sentence.

§7504. Federal agency responsibilities and relations with non-Federal entities

(a) Each Federal agency shall, in accordance with guidance issued by the Director under section 7505, with regard
to Federal awards provided by the agency—
(1) monitor non-Federal entity use of Federal awards, and
(2) assess the quality of audits conducted under this chapter for audits of entities for which the agency is the
single Federal agency determined under subsection (b).

(b) Each non-Federal entity shall have a single Federal agency, determined in accordance with criteria established
by the Director, to provide the non-Federal entity with technical assistance and assist with implementation of this
chapter.

(c) The Director shall designate a Federal clearinghouse to—
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